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CO U N C I L COM MU N I CAT1 0 N 

TITLE: Audi ted  Financial S t a t e r r w t s  for Fiscal Year Erded June 30, 1990 

MSX'ING DATE: February 6 ,  1991 

PREP- BY: Finance D i r e c t o r  

-D ACTION: That the City Cmncil accept for filing the following 
documents cmected w i t h  the zudit of the Financial 
Sta temen ts  of the City of L c d i  as of and for the year d e d  
June 30, 1990. 

EACKGw3uND IX!~~FM~TICJN: Attached are the follcdng dccunents related to the 
1989-90 annual audit: 

FUNDING: 

W : S S  

. Wit A-Ca~ment.5 and -ticns ( M a n a g m t  Letter) . -it B--F inane  DFrecto r's Ccmnents (Management btter) 

. . Exhibit D-"Single Audit Report" . . 

Exhibit C- - "kpor t  on Investnrent Policy" 

Exhibit E--"Report on Internal Control Structure" 
Esrhibit F--"General Purpose Financial Statements" 
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Peat Marwick 
Certified Public Accountants 

2495 Naromas Park Drive 
Sacramento. CA 95833 2936 

T-ne 916 925 6000 

The Honorable Members City Council 
City of Lcdi, W m i x  

EXHIBIT A 

Telecopier 916 641 3199 

January 7,1991 

We have audited the general purpose frnancial statements of The City of Lodi for the year ended 
June 30, 1990, and have issued our report h e r o n  dated November 2, 1990. In planning and 
perfarming our audit of thc general purpose financial statements of the City of Lodi, California we 
considered its internal control structure in order to determine our auditing procedures for the 
purpose of expressing our opinion on the general purpose financial statements and not to provide 
assurance on the internal control structure. We have not cotsidered the internal control saucture 
since the date of our report. 

During our audit we noted certain matters involving the internal control structure and other 
operational matters that arc presented for your consideration. These comments and 
recommendations. all of which have been discussed with the appropriate m e m b  of management, 
arc intended to improve the internal control strucrurc or result in other operating effxiencies, are 
summvlzcd - asfoIlows: 

Detailed Broperty Records 

Adequate supprt for fixed assets does not currcnrly exist. To improve conml over City assets, 
detailed property records should be established Specifically, property records should include the 
following data: 

Description and unit number assigntd; 

Location of propaty unis 

Cost, voucher number, and vendor nsme; 

Condition - nex- or us& 

Datcplactd in service; 

Uscful life; 

Dcpreciafimmc~ 

DeprtCiation provision for each year and 

Date mired, soId or naded. 
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This could be accomplished by performing a physical inventory of all fixed assets, and then 
recording the above recommended information. Additionally, the City should implement a methcd 
for the valuation of these assets. We recommend the City consider the use of an appraiser, as 
appropriate, to arrive at a reasonable valuation of the fixed assets inventoried. The City could 
perform the valuation process over several years in order to spread the cmt of the valuation project 
over time. 

Fixed Asset Disposals 

At present, the City, despite the size and dispersion of its facilities. does not have a formal 
procedure to ensure that disposals of fixed assets, whether by destruction, sale, scrapping, or 
&-in, are repried to the accounting department Without such a pw:edure. the likelihood of an 
unrecorded disposal, even a sale with diversion of the related proceeds, increases. 

We recommend that a formal policy to ensure the reporting of fixed asset disposals be adopted and 
include: (1) the necessary lcveI of approval based on the value of the asset and (2) repolring to the 
finance depamnent on a timely basis. A simple standardized form could be developed to provide 
adequate accounting documentation and to provide evidence of adherence to City policy. 

ACCOl JNTING CO- 

Review of Internal Accounting Controls over Purchases 

During our compliance testing of the disbursement cycle, we noted that in 15 instances (out of 30 
sample items) when vendor packets did not contain purchase orders. We also noted that purchase 
orders were sometimes prepared after the purchase was made. To enhance internal accounting 
controls over purchase activities, we recommend that all purchases be rcquired to have a properly 
approved purchase order prior to the psrchase transaction and that a copy of the purchase order be 
maintained in the individual vendor packet. To help implement this policy, we recommend the 
accounts payable department not accept a request for payment unless the vendor packet includes an 
approved purchase order. This will minimize occurrences of unauthorized or unapproved 
purchases. 

Documentation of Control Over Purchases 

When invoices ate received, the tunit price on the invoice is compared to the unit pnce per the 
purchase order and any discrepancies art investigated. If the vendor is incorrect, the invoice is 
changed accordingly. This is an effective control procedure, however, it is not documented by the 
person making this comparison. To establish accountability for !he review process, invoices 
should be initialed to si& agreement with the approved unit price pci the purchase order. This 
will provide the check signer assurance that payment is made at the unit price agreed to at the time 
the order was placed. 
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We were asked by the City to perform compliance test-work on the City’s investment p o k y .  This 
policy includes a list of investment insmrnents which are allowable under current legislation of the 
State of California (Government Code Section 53600 et seq.). We noted investments in stock is 
not a part of this list. During our test-wok, we noted the City library’s investment portfolio 
contained COtnmOn stock valued at $139,073 at a cost of $57,085 as of June 30,1990. The City 
library obtained this stock through bequests, stock dividends, and dividend reinvestment 
programs. The dividend reinvestment program is, in effect, the acquisition of stock To ensure 
compliance with the City’s invesmKnt policy and State of California c m n t  legislation, we suggest 
that management assess the need to sell this stock. 

Operations Letter 

Addidonal suggestions of an operational nature were presentd to management under a 
separate letter also dated January 7,199 1. 

* * * * .  
This nport is intended solely for the informarion and use of the City Council, management, and 
others within the organization. 

i 
f 



M E M O R A N D U M  

To: T'hcmas A. Peterson, C i t y  Manager 

ra: R h r t  H. Holm, Finance Director 

DATE: January 28, 1991 

SIJEUEXY: Ccmwr,ts on Auditors' Managmt Letter 

As stated in my ccmnents on last year's audit report, the auditors have 
irdimted +&ere are no material waknesses k. our internal control 
procedures. K o w e v u r ,  they do have suggestions for improving our interndl 
controls, and I wrxlld like to add cur responses to their suggestions. 

Fked Assets 
The auditors have again reccmmded detailed fixed asset records be 
es+&lished, and that the C i t y  consider the use of an appraiser to 
determine a reasonable value of fixed assets. My aments last year 
irrdicatd this is a cost item in the area of $50,000 to $60,000 fzr 
apprai,=l services. The appraisal would cover a l l  bu i ld i i i s  and contents, 
electrical underground and overhead transmission systems, water mains, 
sewer lines, etc, 

We have had this ccrrment each year for the past fifteen years, and, since 
it hasn't affected our bond rating, I cannot give it the highest priority 
rating considering t k  City's financing diff icul t ies .  

W e  presently have a manual system for  office e q u i p n t ,  vehicles, etc., mc? 
we zre lmkiny at software to purchase to autamate those property records. 
As soon as we can fa the right so€- ta rui on the  City's Imbfram, 
e w i l l  have it installed (hopefully, this fiscal year!.  

Fixed Asset Disposals 
The acditors have stated that we do not have a formal proced\rre to diqxxse 
of fixed assets. ?'fiis is only partially correct, as the Lodi - h c i p l  
Cocte (IMC) , section 2.12.120 spxifically adclresses the saie of persortal 
property. We may not lime a specific form designed, h a e v e r ,  a l l  
D e w n t  H e a d s  send us m r a r ? d u m s  OII disposal of surplus p r o m ? ,  &?d 
we forward these to the City m g e r  for ap~rcval.. 

- 
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Memoranchrm - 2 -  Jmua~y 28,  1991 

Internal Lcunt inq Controls-Purchasinq 
me auditors i n d i c a ~  that we have &n p y i n g  invoices that do not have 
purchase orders, and, also, that plrchase orders are issued after purchases 
arr mde. I want to p i n t  out that kfrile we may be paying invoices that do 
not have purchase orders, these invoices are approved by each depxtxent to 
ensure that prices are correct and mterials  are received prior to payment 
being made. 

It is o w  goal to centralize all of the City's purchase functions to make 
sure the provisions of the IMC a re  being followed and that  the proper 
rraterials w i t h  the best prices are obtained. we w i l l  continue to make cur 
best effort to central ize  a l l  of the City's purchase -i%nctions provided we 
have cooperation fran a l l  G e p a r b w n t s  and our staffing level allows it. 

Coxmentation of Control over purchases 
The auditors have suggested that our staff initial changes on invoices when 
corrections are made. W e  w i l l  anply wi th  th is  request. 

Other Matters-Invesbrmts in Corporate Stocks 
The auditors' ccmnent on this i t e m  is the same as l as t  year's. In  my 
contact w i t h  the city Librarian las t  year, he indicated that unless the 
C i t y  Council direct the Library Wrd of Trustees to sell the stock, they 
wre going to continue to hold on to the stodc and receive stock dividends 
as a reinves-. As City Treasurer, I am not all&, under goverrxwnt 
code, to invest in corporate stock. Since I did not purchase the stock, I, 
therefore, do not list the stock as part of my investment report to the 
city Council, TO me, it is a technicality as  to the reinvestment cf 
dividends into additional stock that the auditors are expressing a 
canent. The C i t y  C o m c i l  may w a n t  to direct t h e  Library Board of Trustees 
to sell the stock and not have the auditors' mat reappear next yea. 

Finance Director/Treasurer 
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CITY OF LODI, CALIFORNIA 

Single Audit Reports 
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Peat Marwick 
Certified Public Accountants 

2495 Natomas Park Drive 
Sacramento. CA 95833 2936 

The Honorable Members of City Council 
The City of Lodi, California 
Lodi, California: 

We have audited the general purpose financial statements of The City of Lodi, 
California as of and for the year ended June 30, 1990, and have issued our 
report thereon dated November 2, 1990, which was qualified because adequate 
historical cost records of general and proprietary fund fixed assets and 
proprietary fund contributed capital were not available for audit and as such, 
we were unable to satisfy ourselves with respect to these accounts. 

We conducted our audit in accordance with generally accepted auditing 
standards and Governnient Auditing Standards, issued by the Comptroller General 
of the United States. n o s e  standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the general purpose 
financial statements are free of material misstatement. 

In planning and performing our audit of the general purpose financial 
statements of The City of Lodi, California f o r  the year ended June 30, 1990, 
we considered its internal control structure in order to determine our 
auditing procedures for the purpose of expressing our opinion on the general 
purpose financial statements and not to provide assurance on the internal 
control structure. 

The management of The City of Lodi, California is responsible f o r  establishing 
and maintaining an internal control structure. In  fulfilling this 
responsibility, estimates and judgments by management are required to assess 
the expected benefits and related costs of internal control structure policies 
and procedures. The objectives of an internal control structure are to 
provide management with reasonable, but not absolute, assurance that assets 
are safegwirded against loss from unauthorized use or disposition, and that 
:ransactions are executed in accordance with management’s authorization and 
recorded prcperly t o  permit the preparation of general purpose financial 
statements in accordance with generally accepted accounting principles. 
Because of inherent limitations in any internal control structure, errors or 
irregularities may nevertheless occur and not be detected. A l s o ,  projection 
of any evaluation of the structure t o  future periods is subject to the risk 
that procedures may become inadequate because of changes in conditions or thzt 
the effectiveness of the design and operation of policies and procedures ray 
deteriorate. 

For the purpose of this report, we have c l a s s i f i e d  the significant interzal 
control structure polices and prccedures ir: one category, the disbursement 
cycle. 

1 
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For  the internal control structure category identified above, we obtained an 
understanding of the design of relevant policies and procedures and whether 
they have been placed in operation, and we assessed t h e  control risk. 

Our consideration of the internal control structure would not necessarily 
disclose all matters in the iriternal control structure that might be material 
weaknesses under standards established by the fmerican Institute of Certified 
Public Accountants- A material weakness is a reportable condition in which 
the design or operation of one or mare of the specific internal control 
structurz elements does 2ot reduce to a relatively low level the risk that 
errors or irregularities in amounts that would be material in relation to the 
financial statements being audited may occur and not be detected within a 
timely period by employees in the normal course of performing their assigned 
functions. We noted no matters involving t h e  internal control structure and 
its operation that we consider to be material weaknesses as defined above. 

However, we noted certain matters involving the internal control structure and 
its operation that we have reported to the management and City Council of the 
City of Lodi, California, in separate letters dated November 2, 1990. 

This report is intended f o r  the information of the City Council, management, 
and the U.S. Department of Housing ar,d Urban Development. This restriction is 
not intended to limit the distribution of this report, which is a matter of 
public record. 

.- 

November 2, 1990 
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Peat Marwick 
Cenifted Public Accountants 

2495 Naromas Park Drive 
Sacramemo. W 95833 2936 

INDEPENDENT AWIITORS' REPORT ON COMPLIANCE 
AT THE G P I E R A L  PURPOSE FINANCIAL STATEMENT LEVEL 

The Honorable Members of City Council 
City of Lodi, California: 

We have audited the general purpose financial statements of the City of Lodi, 
California as of and for the year ended June 30, 1990, and have issued our  
report thereon dated November 2 ,  1990, which was qualified because adequate 
historical cost records of general and proprietary fund fixed assets and 
proprietary fund contributed capital were no: available for audit and a s  such, 
we were unable to satisfy ourselves with respect to these accounts. 

We conducted our audit in accordance with generally accepted auditing 
standards and Governmental Auditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the general 
purpose financial statements are free of material misstatenent. 

Compliance with laws , regulations, contracts, and grants applicable to the 
City of Lodi, California is the responsibility of the City of Lodi, 
California's management. As part of obtaining reasonable assurance about 
whether the seaera1 purpose financial statements are free of material 
misstatement, we performed tests of the City of Lodi, California's compliance 
with certain provisions of laws, regulations, contracts, and grants. However, 
c u r  objective was n o t  to provide an opinion on overall compliance with such 
provision. Accordingly, we do not express such an opinion. 

The results of o u r  tests indicate that, with respect to the items tested, the 
City of Lodi, California complied, in all material respects, with the 
provisicn referred to in the preceding paragraph. With respecr: to items not 
tested, nothing came to our attention that caused us t o  believe that The City 
of Lodi, California had not toniplied, i n  all inaterial respects, with those 
provisions. 

This report is intended f o r  the information of t.,e City Council, management 
and the U.S. Department of Housing and Urban Development. This restriction is 
not inrended to limit the distribution of this report, which is a matter of  
public r eco rd .  

November 2, 1990 

3 
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Certified Public Accountanis 

2a95 Natomas Park Drive 

Sacramento. CA 95853 2936 

INDEPENDENT AUDITORS ' REPORT 
ON SUPPLEMENTARY 1NFOPMATIC)N 

SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE 

The Honorable Hernbers of City Council 
City of Lodi, California: 

3 
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We have audited the general purpose financial statements of the City of Lodi, 
California for the year ended June 30, 1990, and have issued our report 
thereon dated November 2 ,  1990, which was qualified because adequate 
historical cost records of general and proprietary fund fixed assets and 
proprietary fund contributed capital were not available for audit and as such, 
we were unable to satisfy ourselves with respect to these accounts. These 
general purpose financial statements are the responsibility of the management 
of the City. Our responsibility is to express an opinion on these geceral 
purpose fifiancial statements based on our audit. 

We conducted our audit in accordance with .enerally accepted auditing 
standards and Government Auditing Standards, issued by the Comptroller General 
of the United States. Those standards require that we plan and perform the 
audit to obtain reasonable assArance about whether the general purpose 
financial statements are free of material misstatement. An audit includes 
exarrining, on a test basis, evidence supporting the amounts and disclosures in 
the general purpose financial statements. An audit also includes assessing 
the accounting principles used and significant estinates made by management, 
as well as evaluating the overall financial statement preseritaLion. tu'e 
believe that our audit provides a reascnable basis for our opinion. 

Our audit was made f o r  the purpose of forning an opinion on the general 
purpose financial stateaents of  the City of Lodi, California, taken as a 
whole. The accompanying schedule of federal financial assistance i s  presented 
for purposes of additional analysis and is not a required part of the general 
purpose financial statements. The information in that schedule has been 
s u b j e c t e d  to the auditing p r o c e d u r e s  epplied in t h e  a u d i t  of t h e  g e n e r a l  
purpose financial statements and, in m r  o p i n i o n ,  is f a i r l y  presented i n  a l l  
material respects i n  relation t o  the general purpose financial stztements 
taken as a whcle. 
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CITY OF LODI, CALIFORNIA 

Schedule of Federal Financial Assistance 

Year Ended June 30. 1990 

Federal Grantor Progrbm Title 

U.S. Department of Housing and 
Urban Development: (Pass-through 
County of San Joaquin): 

Federal CFDA 

Pass-Thrcugh 
or Grantor's 

Xwnber Revenues Expenditures 

Community Development Block Grants: 
1989-1990 Program Year 14.219 
1988-1989 Program Year 14.219 
1987-1988 Program Year It. 219 
1985-1987 Program Year 14.219 

U.S. Department of Transportation 
(Pass-through State Office of 
Criminal Justice Planning: 
Federal Urban Aid 

U.S. Treasury Department: 
Federal Revenue Sharinb 

U.S. Department of Justice 
(Pass-through State Office 
of Criminal Justice Planning): 
Drug Suppression Program 

Total Federal Financial Assistance 

20.205 

21.300 

$ 58,759 60,465 
33,820 33,820 

136,002 136,002 
49,441 49,441 

278,022 279,728 

4,167 

136,972 

25,172 h4,804 

$303.19t 165,671 

See accompanying n o t e s  to schedule of federal financial assiscsnce. 
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CITY OF MDI, CALIFORNIA 

Schedule of Federal Financial Assistance 

Year Ended June 30, 1990 
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Federal Grentor Frogram Title 

Federal CFDA 

Pass-Through 
or Grantor’s 

Number Revenues Expenditures 

U.S. Department of Housing and 
Urban Development: (Pass-through 
County of San Joaquin): 

C o m i t y  Development Block Grants: 
1989-1990 Program Year 14.219 
1988-1989 Frogram Year 14.219 
1987-1988 Program Year 14.219 
1985-1987 Program Year 14.219 

U.S. Department of Transportation 
(Pass-through State Office of 
Crlminal Justice Planning: 
Federal Urban A i d  

U.S. Treasury Department: 
Federal Revenue Sharing 

U.S. Department of Justice 
(Pass-through State Office 
of Criminal Justice Planning): 
Drug Suppression Program 

Total Federal Financial Assistance 

20- 205 

21.300 

$ 58 ,759  60,465 
33,820 33,820 
136,002 136,002 
49,441 49,441 

279,728 27a,022 

4,167 

136,972 

25,172 4 4 ,  b34 

$ 303,141r 44z6LL 

See accompanying n o t e s  to schedule of federal financial aseistance. 
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CITY OF LODI, CALIFORNIA 

Notes to Schedule of Federal Financial Assistance 

(1) General 

The accompanying Schedule 0 

June 30, 1990 

Federa Financial Assistance presents the 
activity of all federal financial assistance programs of the City of Lodi, 
California. The City of Lodi reporting entity is defined in note 1 to the 
City's general purpose financial statements. Federal financial assistance 
is received directly from federal agencies and through other government 
agencies. 

(2) W i s  or' Accounting - Grant Programs 
The Schedule of Federal Financial Assistance has been prepared on the 
modifred accrual basis of accounting which is described in note 1 to the 
City's general purpose financial Statements. 

(3)  Relatimship to General Purpose Financial Statements 

Federal financial assistance revenues are reported in the City's general 
purpose financial statements as follows: 

General Fund 
Special Revenue Fund 

Total 

Intergovernmental Revenue 

$ 25,172 
278,022 

$303.194 

Total Federal assistance revenues do not agree with expenditures reported 
on the  Schedule of Federai Financial Assistance due to the timing of the 
submission of claims f o r  reimbursement of expenditures. 

(4) Relationship to Federal Financial Reports 

Amcunts reported in the accompanying schedule agree with the amounts 
reported in the related federal financial reports. 

5 
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Peat Marwick 
Certified Public Accountants 

2495 Naiomas ?ark Drwe 
Sacramznro. CA 95333 2936 

INDEPEXDENT AUDITORS ' REPORT 
ON INTERNAL CONTROLS (ACCOUNT.ING AND ADMINISTRATIVE) 
BASED ON A STUDY AND EVALUATION MADE AS A PART OF AN 
AUDIT OF THE GENERAL PURPOSE FINANCIAL STATEMZNTS AND 
TEE ADDITIONAL TESTS REQUIRED BY THE SINGLE AUDIT ACT 

The Aonorable Xelnbers of City Council 
The City of Lodi, California 
Lodi, California: 

We have audited the general purpose financial statements of the City of Lodi, 
California, as of and for the year ended June 30, 1990, and have issued our 
report thereon dated Novembei 2, 1990, which was qualified because adequate 
historical cost records of general and proprietary fund fixed assets and 
proprietary fund contributed capital were not available f o r  audit and as such, 
we were unable to satisfy ourselves with respect to these accounts. 

We conducted our audit in accordance with generally accepted auditing 
standards; Government Auditing Standards, issued by the Comptroller General of 
the United States; and Office of Management and Budget (OMB) Circular A-128 ,  
Audits of State and Local Governments. Those standards and OMB Circular A-128 
require that we plan and perform the audit to obtain reasonable assurance 
about whether the general purpose financial statements are free of material 
missr.3tement. 

Tn planning and performing our audit of the general purpose financial 
statements of the City of Lodi, California, for the year ended June 30, 1990, 
we considered its internal control structure in order to determine our 
auditing procedures f o r  the purpose of expressing our opinion on the general 
purpose financial statements and reporting on federal finaririal assistance 
programs end not to provide assurance on the internal control structure. 

During the year ended June 30, 1990, the City of Lodi, California, had no 
major federal financial assistance programs and expended 100 percent of its 
t o t a l  federal financial assistance under t h e  City of Lodi, California's 
nonmajor federal financial assistance program; Federal Revenue Sharing. A.s 
required by OXB Circular A - 1 2 8 ,  our consideration of the internal control 
structure included: 

(1) Tests of controls to evaluate the effectiveness of  the design a;:d 
operation of internal control structure policies a d  procedures :!:at we 
considered relevant t o  preventing o r  detecting material noncompliance K i t h  

7 
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specific requirements, general requirements, and requirements governing 
claims for advances and reimbursements and amounts claimed or used for 
matching that are applicable to each of the aforementioned nonmajor 
financial assistance programs. Our procedures were substantially less in 
scope than would be necessary to render an opinion on these internal 
control structure policies and procedures. Accordingly, we do not express 
such an opinion. 

( 2 )  Obtaining an understand?-ng of (a) the design of internal control structure 
policies and procedures that we considered relevant to preventing or 
detecting material noncompliance with specific requirements, general 
requirements, and requirements governing claims fo r  advances and 
reimbursements and amounts claimed or used f o r  matching tnat are 
applicable to the City's other nonmajor federal financial assistance 
programs and (b) whether they have been placed in operation. 

The management of the City of Lodi, California, is responsible f o r  
establishing and maintaining an internal control structure. In fulfilling 
this responsibility, estimates a d  judgments by management are required to 
assess the expected benefits and related costs of internal control structure 
policies and procedures. The objectives of an internal control structure are 
to provide management with reasonable, but not absolute, assurance that assets 
are safeguarded against loss from unauthorized use o r  disposition, that 
transactions are executed in accordance with management's authorization acd 
recorded property to permit the preparation of general purpose financial 
statements in accordance with generally accepted accounting principles, and 
that federal financial assistance programs are managed in compliance with 
applicable laws and regulations. Because of inherent limitations in any 
internal controls structure, errors, irregularities, or instances of 
noncompliance may nevertheless occur and not be detected. A l s o ,  projection of 
any evaluation of the structure t o  future periods is subject to the risk that 
procedures may become inadequate because o €  changes in conditions or that the 
effectiveness of the design and operation of  policies and procedilres may 
deteriorate. 

For the purpose of this report, we have classified the significant internal 
control structure policies and procedures in the following categories: 

Accounting Controls 
- Expenditures and disbursements 

Administrative Controls 

General requirements: 
- Political activity; 
- Davis-Bacon Act; 
- Civil rights; 
- Cash management; and 
- Federal financial reports. 

R 
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Specific Requirements: 
.- Types of services; 
- Reporting; and 
- Special requirements. 

For all of the internal control structure cafegories listed above, we obtained 
an understanding of the design of relevant policies and procedures and 
determined whether they have been placed in operation, and we assessed control 
risk. 

We noted no matters involving the internal control structure and its operation 
that we consider to be reportable conditions under standards established by 
the American Institilte of Certified Public Accountants. Reportable conditions 
involve matters coming to our attention relating to significant deficiencies 
in the design o r  operation of the internal control structuie that, in our 
judgment, could adversely affect the entity's ability to record, process, 
summarize, and report financial data consistent with the assertions of  
management in the general purpose financial. statements o r  administer federal 
financial assistance prograas in accordance vith applicable laws and 
regulations. 

.9 material weakness is  a reportable condition in which the design or operation 
of the specific internal control structure elements does not reduce t o  a 
relatively low level the risk that errors or irregularities in amounts that 
would be material in relation to the general purpose financial statements 
beiz3 audited or noncompliance with laws and regulations that would be 
material to a federal financial assistance program may occur and not be 
detected hithin a timely period by employees in the normal course of 
performing their assigned functions. 

Our consideration of the internal controi structure would n o t  necessarily 
disclose all matters i n  the internal control structure that might be 
reportable conditions and, accordingly, would not necesszrily disclose all 
reportabLe conditions that are also considered t o  be material weaknesses as 
defined above. ' 

We a l so  noted other matters  involving the internal control structure and its 
operation that we have reported to  the management and the C i t y  Council of the 
City of L o d i ,  California, i n  s e p a r a t e  l e t t e r s  d a t e d  January 7, !991. 

This report is intended for the information of the C i t y  Council, management, 
and U.S. Department of Housing and Urban Development. This restriction is not 
intended t o  limit the distribution ot this report, which is a matter of public 
record. 

November 2, 1990 
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Peat Marwick 
Certified Public Accountants 

2495 Naiomas Park Drive 
Sacramenro, CA 95833 2936 

INDEPENDENT AUDITORS' REPORT 
ON COMPLIANCE WITH SPECIFIC REQUIREKENTS APPLICABLE 
TO NONMAJOR FEDERAL FITJANCIAL. ASSXSTANCE P R O G e  

, 
Tine Eonorable Members of City Council 
City of Lodi, California: 

In connection with our audic of the 1990 general purpose financial statements 
of the City of Lodi, California, and with our study and evaluation of the City 
of Lodi, California's internal control systems used to administer federal 
financial assistance programs, as required by Office of Management and Budget 
Circular A-128, "Audits of State and Local Governments," we selected certain 
transactions applicable to certain nonmajor federal financial assistance 
programs f o r  the year ended June 30, 1990. 

As required by OMB Circular A-128, we have performed auditing procedures to 
test compliance with the requirements governing types of services allowed or 
unallowed; whether funds were obligated or expended before receipt of an 
approved Request for Rel-ease of Funds and environmental certification that are 
applicable to those transactions. Our procedures were substantially less in 
scope than an audit, the objective of which is the expression cf an opinion on 
the City of Lodi, California's compliance with these requirements. 
Accordingly, we do not express an opinion. 

With respect to the items tested, the results cf those procedures disclosed no 
material instances of noncompliance with the requirements listed in the 
preceding paragraph. With respect to the items not tested, nothing came t o  
o u r  attention that caused us to believe that the City of Lodi, California had 
not  complied, in a l l  material respects, with those requirements. However, the 
results of our procedures disclosed immaterial instances of noncompliance with 
those requirements, which are described Ln the accompanying schedule of 
findings and questioned costs. 

This report is intended f o r  the infnrrration of the City Council, management, 
and the U.S .  Department of Housing and Urban Development. This restriction is 
not  intended to limit the  disrribution of this  report, which is a matter of 
public record. 

November 2, 1990 

LO 



CITY OF LODI, CALIFORNIA 

S C H E D W  OF FINDINGS AND QUESTIONED COSTS 

U.S. Department of Justice 
(Pass-through State Office of Criminal  Justice Planning) 

Drug Suppression Program 

Finding: In our tests of compliance of the City's administrative controls 
over the Drug Suppression Program, we noted that there was no individual 
responsible during the year for monitoring and maintaining compliance with the 
regulations imposed on the use of funds received under this federal program. ! 

Recomoendation: The City should appoint an individual to monitor compliance 
with regulations in order to ensure compliance and avoid the possible loss of 
future grant monies. 

City's response: On January 1, 1991, the City hired an iodividual who will be 
responsible f o r  monitoring compliance with the conditions of the grants. 

i l  
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Certified Public Accountants 

2495 Natornas Park Drive 
Sacramento. CA 95833 2936 

INDEPENDENT AUDITORS’ REPORT ON 
THE INTERNAL CONTROL STRUCTURE 

The Honorable Members of City Council 
The City of Lodi, Califomia 
Lodi, Califorcia: 

We have audited the general purpose financial statements of The City of Lodi, California as 
of and for the year ended June 30, 1990, and have issued our report thereon dated 
November 2, 1990. 

We conducted our audit in accordance with generally accepted auditing standards and 
Government Awiiting Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance 
about wher.l?er the general purpose financial Statements are free of material misstatement. 

In planning and performing our audit of the general purpose financial statements of The 
City of Lo&, California for the year ended June 30, 1990, we considered its internal 
control structure in order to determine our auditing procedures for the purpose of 
expressing our opinion on the general purpose financial statements and not to provide 
assurance on the internal control struclure. 

The management of The City of M i ,  California is responsible for establishing and 
mainraining an internal control structure. In fulfilling this responsibility, estimates and 
judgments by management are required to assess the expected benefits and related costs of 
internal control structure policies and procedures. The objectives of an internal control 
structure are to provide management with reasonable, but nor absolute, assurance that 
assets are safeguarded against loss from unauthorized use or disposition, and that 
transactions are executed in accordance with management’s authorization and recorded 
properly to permit the preparation of general purpose financial statements in accordance 
with generally accepted accounting principles. Because of inherent limitations in any 
internal control structure, errors or irregularities may nevertheless occur and not be 
detected. Also, projection of m y  evaluation of the structure to future periods is subject to 
the risk that procedures n:ay become inadequate because of changes in conditions or that 
the effectiveness of the design and operation of policies and procedures may deteriorate. 

For the purpose of this report, we have classified the significant internal connol structure 
policies and procedures in  the fcllowing category: expenditures and disbursements cycle. 

For the internal connol structure category listed above, we obtained an understanding of the 
design of relevant policies and procedures and whether rhey have been placed in operation, 
and we assessed control risk. 
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Our consideration of the internal control structure would not necessarily disclose all matters 
in the internal control structure that might be material weaknesses under standards 
established by the American Institute of Certified Public Accountants. A material weakness 
is a reportable condition in which the design or operation of one or more of the specific 
internal control structure elements does not reduce to a relatively low level the risk that 
errors or irregularities in amounts that would be material in relation to the financial 
statements being audited may occur and not be detected v;ithin a timely period by 
employees in the n o d  course of performing their assigned functions. We noted no 
matters involving the internal control structure and its operation that we consider to be 
ma,t& weaknesses as defined above. 

However, we noted certain matten involving the internal control s t r u m  and its operation 
that we have reported to the management of The City of Lodi, California in a separate letter 
dated November 2,1990. 

This report is intended for the information of the City Council, management, and the U.S. 
Department of Housing and Urban Development. This restriction is not intended to limit 
the dismbution of this report, which is a matter of public record 

November 2,1990 



Peat Marwick 
Certified Public Accounran!s 

2495 Naromas Park Drive 

Sacramento. CA 95833 2936 

The Honorable Members of City Council 
City of Lodi, California: 

We have applied c e d n  agreed-upon procedures enumerated below with respect to the 
Statement of Investment Policy adopted by the Council Resolution 90-146. Our review was 
made solely to assist you in evaluating compliance with that policy. It is understood that tnis 
report is solely for your information and is not to be referred to or dismbuted for any purpose 
to anyone who is not a member of the Ci t j  Council or management of the City of Lodi, 
California Our procedures and findings are sunmarized as follows: 

1. We confirmed the City's investments as of June 30, 1991). We noted no unreconcilabIe 
differences between the confirmed investment balances at June 30, 1990 and the 
recorded general ledger investment balances at June 30,1990. 

2 .  We read management's compliance with the Statement of Invesrment Policy. The City 
was not in compliance with the Statement of Investment. Policy as to allowable 
investment instxumnts as the City Library's investment portfolio included common 
stock valued at $139,073 with a cost of basis of $57,085 at June 30. 1990. The library 
obtained this stock through bequests, stock dividends, and dividend reinvestment 
programs. The dividend reinvestmcnt program is, in effect, the acquisition of stock. 
The investment policy does not identify stock as an allowable investment. 

Because the above procedures do not constitute an audit conducted in accordance with 
generally accepted auditing standards, we do not express an opinion on any of the items 
referred to above. In connection with the procedures rpferred to above, no mmers came io our 
attention that caused us to believe that City management did not comply with the Statement of 
Investment Policy adopted by Council Resolution 90-146, except as noted above. Had we 
performed additional procedures or had we conducted an audit of the Statement of Investment 
Policy in accordance with generally accepted auditing starxiards, matters might have come to 
our attention that would have been reported to you. This repopt relates only to the items 
specified above and does nos extend so any financial rtaternents of h e  City of Lodi, CaLifornia, 
taken as a whole. 

November 2, 1990 



Peat Marwick 
Certfecl PuMc Accountants 

2495 Natomas Park Drive 
Sacramento. CA 95833 2936 

Telephone 916 925 6000 

/-. 

EXHIBIT A 

Telecwier 91f F41 3199 

January 7,1991 

The Honorable Members City Council 
City of Lodi, California: 

We have audited the general purpose financial statements of The City of Lodi for the year ended 
June 30, lW0, and have issued our report thereon dated November 2, 1990. In pIanning and 
performing our audit of the general purpose financial statements of &e City of M, California we 
considered its internal control structure in order’to determine our auditing procedures for the 
purpose of expressing our opinion on the general purpose financial statements and not to provide 
assurance on the internal mu01 saucture. We have not considered the internal control structure 
since h e  dare of our report 

During our audit we noted certain matters involving the internal control structure and other 
operational matters that are presented for your consideration. These comments and 
rtcommendaaoas, al l  of which have been discussed with the appropriate members of management, 
are intended to improve the internal control structure or resu!t in other operating eficiencies, are 
S u m m a n z t d  - asfollows: 

- 

Detailed Property Records 

Adequate support for fixed assets does not cunently exist. To improve control over City assets, 
detailed pr3perty records should be established. Specifically. property records should include the 
following data: 

Description and unit number assigned; 

Location of prcperty unit; 

Cost, voucher number, and vendor name; 

Condition - new or used; 

Dm placed in d c e ;  
Useful life; 

Ikptciation mp.w 

Depreciation provision €or each y m ,  and 

Dart retired, sold or uaded. 



Pear Manutck 

This could be accomplished by performing a physical inventory of all fixed assets, and then 
r c c d n g  thc above rccommcnded information. Additionally, the City should implement a method 
for the valuation of these assets. We recommend the City consider the use of an appraiser, as 
appropriate, to arrive at a nasonabIe Val-;ation of the fixed assets inventoried. The City could 
perform the valuation process over several years in order to sprcad the cost of the valuation project 
over time. 

Fixed Asset Disposals 

At present, the City, despite the size and dispersion of its facilities, does not have a formal 
procedure LO ensun that disposals of futed assets, whether by destruction, sale, scrapping, or 
We-in, arc reported to the accounting department Without such a procedure. the NceIihood of an 
unrtcorded disposal. even a sale with diversion of the relatad proc&, incrcases. 

We ncommtnd that a f o n d  policy to ensure the reporting of fixed asset disposals be adopted and 
include: (1) tht necessary level of approval based on the value of the asset and (2) reporting to the 
finance department on a timely basis. A simple standardized form could be developed to provide 
adequate accounting documentation and to pmvidc evidence of adherence to City po!icy. 

L A C C O m G  COW- 

Review of Internal Accounting Controls over Purchases 

During our compliance testing of the disbursement cycle. we noted that in 15 instances (out of 30 
sample items) when vendor packets did Cot contain purchase oders. We also noted that purchase 
orders were sometimes prepared after the purchase was made. To enhance internal accounting 
controls over purchase activities, we recommend that all purchases be quircd to have a properly 
approved purchase order prior to the purchase transaction and that a copy of the purchase order be 
maintained in the individual vendor packet. To help implement this policy, we recommend the 
accounts payable department not accept a request for payment unless the vendor packet inciudes an 
approved purchase order. This will minimizc Occurrences oI unauthorized or unapproved 

Documentation o? Control Over Purchases 

purchases. 

When invoices are received. the unit price on the invoice is compared to the unit price per the 
purchase order and any discrepancies arc investigated. If the vendor is incomt. the invoice is 
changed accofdingly. This is an effective control pmcdurc. however. it is not documented by the 
person making this comparison. To establish accountabiky for the review process, invoices 
should be initialed to sigmfy agreement with the approved unit price per the purchase order. This 
will provide the check signer assurance that payment is made at the unit price agreed to at the time 
the order was placed 
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We were asked by the City to perform compliance test-work on the City’s investment policy. This 
policy includes 3 list of investment instruments which are allowable under current legislation of the 
Sate of California (Government Code Section 53600 et seq.). We noted investments in stock is 
not a pan of this list. During our test-work, we noted the City library’s investment portfolio 
contained common stwk valued at $139,073 at a cost of $57,085 as of June 30,1990. The City 
library obtained this stock through bequests, stock dividends, and dividend reinvestment 
programs. The dividend reinvestment program is. in effect, the acquisition of stock. To ensure 
compliance with the City’s invesunent policy and State of California m n t  legislation, we suggest 
that management assess the need to sell this stock. 

Operations Letter 

Additional suggestions of an operational nam were presented to mamgement under a 
separate letter also dated January 7,1991. 

* + . . +  

This report is intended soleIy for the information and use of the City Council, management, and 
others within the organization. 



EXHIBIT B 

M E M O R A N D U M  

To: Thams A. Peterson, Ci ty  Manager 

m: Rcber t  H. X d m ,  Finance D i r e c t o r  

m z  : J m u a r y  28, 1991 

SUBJECT: Chrmmts on Auditors' Management Letter 

As stated in my ccnmerlts on las t  year's audit report, the auditors h v e  
hxlicated there are no m a t e r i a l  wea3messes i n  ox internal control 
procedures. Hawever, they do have suggestions for in'proving our internal 
controfs, and I waild like to a6d ar responses to their suggestions. 

Fixed Assets 
Ttle auditors have aqain recurmended detailed fixed asset records be 
established, and that the C i t y  cansider the use of an appraiser t o  
determine a reasonable value of fixed assets. My conments l as t  year 
indicated this is a cost i t e m  i n  the area of $50,000 to $60,000 for 
appraisal services. The appraisal m l d  m e r  a l l  buildings and contents, 
electrical undergraund and overhead transmission systems, water mains, 
sewx lines, etc. 

W e  have had this ccnment each year for the past fifteen years, and, since 
it hasn't affected our bond rating, I cannot give it the highest priority 
rating considering the City's financing difficulties. 

We presently have a manual system for office equiprp-nt, vehicles, etc., and 
we are looking a t  software to prchase t~ au-te tbose property records. 
As scon as we can find the right sof- to run on the City's minfrm, 
e will have it installed (hopefully, t h i s  fiscal year) - 
Fixed Asset D i s p s a l s  
Tfae au&tors k v e  s t a t e d  that we do not have a formal procedure to dispose 
of fixed assets.  "his is only partially correct, as the Iali .Wcipal 
Ccde (IMC) , section 2.12.120 specifically addresses the sale of personal 

m e t  Z e d s  send us mm>randums on disposal of surplus property, XIC~ 
we forward these to  the C i t y  Manager for ammval. 

- 
pro,~erty, We m y  mt have a specific form designed, h m e r ,  a l l  



- 2 -  January 28, 1991 

Internal Amounting Controls-Furchasinq 
The auditors indicated tha t  we have been paying invoices that do r i  have 
purchase orders, and, also, t h a t  plrchase o d e r s  are issued after puchases 
are mde. I w a n t  to @nt out that while we may be paying invoices that do 
not have purchase orders, these invoices &re appmVsd by each departrent to 
ensure tha t  prices are correci and materials are received prior to p a v t  
being cad€?. 

It is our goal to centralize all of the City’s plrchase functions to make 
sure the provisions of the LMC are being followed and that  the proper 
mterials with the best prices are obtained. We will continue to make cur 
best ef for t  to centralize a l l  of the zity’s purchase functions p m i M  we 
have ccqerat ion fran a l l  d-its and our staffing level allows it. 

Documentation of control over Purchases 
!&e auditors have suggested 13 at ax staff ini t ia l  changes on invoices when 
correctians are made. 

Other Matters-Investmnts in Corporate Stcclcs 
The auditors’ ccmnent on this item is the as last year’s. In my 
contact w i t h  the C i t : r  Librarian last year, he indicated that unless tfbe 
City Council d i r e c t  the Libraq- Board of -tees to sell the stock8 they 
were going to continue to hold on to the stock and receive stock dividends 
as a reinvestment. As C i t y  Treasurer, I am not allowed, under gove-t 
&, to invest in m r p r a t e  stozk. Since I did not plrchase the stock8 I, 
therefore, do not list the stock as part of my investment report to the 
City council. To me, it is a technicality as to the reinvestment of 
dividends into additional stock that the auditors are expressing a 
cunnent. The City Council m y  want to direct the Library Board of Trustees 
to sell the stock ard not have the auditors’ carmcnt reappear next year. 

We w i l l  canply w i t h  this request. 
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Peat Marwick 
Certified Public Accountants 

2495 Natomas Park Drwe 
Sacramenm. CA 95833 2936 

Independent Auditors ’ Repart 

The Honorable Members of City Council 
City of Lodi, California: 

We have audited the general purpose financial statements of the City of Lodi, 
California, as of and for the year ended June 30, 1950, as listed in the 
accompanying table of contents. These general purpose f icancial statements 
are the responsibility of the City’s management. Our responsibility is to 
express an opinion on these general purpose fintincia1 statements base& on our 
audit . 
Except as discussed in the following paragraph, we conducted our audit in 
accordance with generally accepted auditing standards . T h o s ~  standards 
require that we plan and perform the audit to obtain reasonable assurance 
about whether the general purpose financial stat~ments are free of material 
misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the general purpose financial 
statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audit provides 
a reasonable basis for our opinion. 

The City does not maintain complete historical cost records of its general and 
proprietary fund €ixed assets and proprietary fiind contributed capi:al. 
Accordingly, we were unable to satisfy ourselves with respect to fixed asset 
Salances of $15,842,572 and $28,947,775 i n  the general fixed asset account 
group and the proprietary funds, respectively, depreciation expense of 
$1,706,871 in the proprietary funds, and unrecorded contributed capital. 

In our opinion, except for the effects of such adjustments. if any, as might 
have been determined to be necessary had we been able io audit adequate fixed 
assets records and proprietary contributed capital records as discc -ed in the 
preceding paragraph, the general purpose financial statements referred t o  
above present fairly, in all material respects, the financial position of the 
City of Lcdi, California, at June 30, 1990, and the results of its operations 
and the changes in financial position of its proprietary fund types for the 
year then ended in conformity with generally accepted accounting principles. 

-1- 
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Our audit was made for the purpose of forming an opinion on the general 
purpose financial statements taken as a whole. The combining financial 
sf-atements listed in the accompanying table o f  contents are presented foi 
purposes of additional analysis and are not a required part of the general 
purpose financial statements of the City of Lodi, California. Such 
information has been subjected to the auditing procedures applied in the audit 
of the general purpose financial statements and, in o a r  opinion, except for 
the effects of such adjustrcents, if any, as might have been determined to be 
necessary had we been able t o  audit adequate fixed assets records and 
proprietary contributed capital records as discussed in the second preceding 
paragraph, is fairly stated in all material respects in relation to the 
general purpose financial statements taken as a whole. 

November 2 ,  1990 



CITY OF MDI 

Combined Balance  Shee t  - All Fund Types aad Account Group8 

June  30. 1990 

Assets  

Cash and inves tments  ( n o t e  3 )  
R e s t r i c t e d  a s s e t s  ( n o t e  3 )  
Receivables  ( n e t  o f  a l lowances  f o r  

u a c o l l r c t i b l r - s  1: 
hccoun t s 
Proper ty  t a x e s  ( n o t e  4 )  
S p e c i a l  assessments  
I n t e r e s t  

Dua f r o m  o t h e r  funds o r  governmental  

Inventory  
Other a s s e t s  
Fixed a s s e t s  
Amount t o  be provided f o r  r e t i r e m e n t  

a g e n c i e s  ( n o t e s  5 and 7) 

of g e n e r a l  long-term d e b t  o b l i g a t i o n s  

T o t a l  a s s e t s  

Goveramental Fund Typed 

S p e c i a l  
General Revenue 

$ 2,533,329 - 1,349,520 - 

331,189 29,388 
341,186 - -. - 

88,756 21,520 

394,382 286,385 
93,978 - 
34,570 - - 

Debt C a p i t a l  
-- Service Projects 

49,516 4,701,330 
203,000 - 

- 272,956 
369 - 
7 t 3  3,187 

295,000 427,600 

- - 

- - 

P r o p r i e t a r y  Fund Types 
I 

Enterprise 

15,324,340 
7,842,425 

2,289,864 

344,384 

1,378,792 
1,574 , 154 

10,449 
28,947,775 

18,963 - 

- 
T1.731.146 

Internal 
S e r v i c e  

1,739,706 - 
43 - - 

29,046 

- - 
115,143 - 

- --- 
l.AxL&u 

F i d u c i a r y  
Fund 

T r u s t  and 
Agency 

- 

6,959,771 

258,649 

295,000 
9 ,114  

- 

- - - 
- 
- -- 

LuLu 

Account Group6 
Genera l  G e n e r a l  

Long-Term T o t a l  
l k b t  &emorandm O n l y )  

- 3 2 , 6 5 7 , 5 1 2  
8 ,04 5 , '4 2 5 

- 3 , 1 8 2 , 0 8 8  
360,518 - 295,000 

- 502,770 

- 2 , 7 8 2 , 1 5 9  
- 1 , 6 6 8 , 1 3 2  
- 160,162 
- 44,790,3&7 

% 6 ? 2 , 6 9 5  4 , 6 3 2 , 6 9 5  

( C o n t i n u e d )  



CITY OF MDI 

Combined Balance Sheet - A l l  F w d  Types and Account Groups - Continued 

June 30. 1990  

Governmental Fund Types 

Spec ia l  
Ceoeral Revenue 

L i a b i l i t i e s  and Fund Equi ty  -__ 
L i a b i l i t i e s :  

Accounts payable and o t h e r  l i a b i l i t i e s  
Accrued s a l a r i e s  and wages 
Accrued i n t e r e s t  
Due t o  o the r  funds (no te  7 )  
Accrued compensated absences (note  6) 
DeEerrcd compensation payable (no te  11) 
Deferred revenue 
Self- insurance reserve 
Cap i t a l i zed  l e a s e  ob l iga t ions  (no te  6 )  
C e r t i f i c a t e s  o l  p a r t i c i p a t i o n  payable ,  

Bonds payable,  net  of discount  ( w t e  6 )  
n e t  of discount  ( n o t e  6 )  

Total  l i a b i l i t i e s  

Fund equ i ty :  
Investment in general  f i x sd  a s s e t s  
Retained earnings 
Fund balance: 

Reserved f o r  encumbrances 
Unreserved - designated 
Unreserved 

Total  fund equ i ty  

Contingent l iabi! : t ies  (no te  11)  

Total  l i a b i l i t i e s  and fund equ i ty  

$ 401,308 
203,875 

998,962 

392,467 

98 ,539  
9 ,839  

68 500 
- 
- 
- - 
- 
- 

82,144 515 ,164  
495,563 9 0 0 , 7 7 1  

1,243,070 - 
1,820,777 1 , 4 1 5 , 9 3 5  

295,000 

- - 
- 

253,648 - 
253,648 

Capf tal 
Proiects 

74,708 
1 , 2 8 2  - 

612 ,800  - - .. - - 
- - 

688 ,790  

- - 
208,996 

4 ,507 ,288  - 
4 ,716 ,284  

Propr i e t a ry  Fund Types 
I 

Ente rp r i se  

2,536,469 

360,529 
1 ,125 ,092  

641,089 

48,402 

- - - 

8 , 0 3 4 , 3 4 0  - -- 
13 ,545 ,929  

- 
44,185,217 

- - 
c 

44,185 , 217 

Internal 
Se rv ice  

17 ,144  

- 
- - - - 

1 ,747 ,318  - 
- - 

1 , 7 6 4 , 4 6 2  

119 ,477  

- 
- 
- 

119,477 

Fiduc ia ry  
Fund Type 

Trua t  and 
hnency 

813 ,475  - - 
295 ,000  

6 ,413 ,887  
- 
- - 
- 

- 
7 , 5 2 2 , 3 6 2  

- 

170  

170 

Account Groups 
General Genera 1 

Long-Term 
Debt 

- - - 
2 , 1 8 4 , 0 6 6  - - 

- 
37 1 , 2 0 7  

2 , 0 7 7  ,422  

4 ,  G32 ,695  

- 

-- 
- 

T o t a l  
(Mcrmrnndum Only) 

4 , 0 4  1 , 6 4 3  
263 ,398  
360 ,529  

2 , 1 0 1 , 3 9 2  
3 , 8 2 4 , 1 1 7  
6 , 4 1 3 , 8 8 7  

6 8 7 , 4 6 7  
l , 7 S 7 , 3 1 8  

371 ,207  

8 , 8 3 4 ,  348 
2 , 0 7 7 , 4 2 2  

3 0 , 7 2 2 , 1 2 8  

15.84 2,5 12  
44 ,30&,694  

8 0 6 , 3 0 4  
6 , 1 5 7 , 4 4 0  
1 , 2 4  3 ,070  

5 8 , 3 5 4 , 0 8 0  

See accomparlying notes  t o  general  purpose f inancial  s t a t emen t s .  
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CITY OF LODI 

Combined S ta t emen t  of Revenues,  Expendi tures  and Changes in Fund Balaoces 
A l l  Governmental  Fund Types and Expendable Trust Funds 

Year Ended June 30. 1990 

Xevenues : 
Taxes 
L icenses  and pe rmi t s  
Intergovernmental  revenues 
Charges f o r  s e r - r i ce s  
F i n e s ,  E o r f e i t s  and p e n a l t i e s  
I n t e r e s t  and r e n t a l  income 
Miscel laneous revenue 

T o t a l  revenue 

Expendi tures:  
Cur refi t  : 

General  government 
Pub l i c  p r o t e c t i o n  
Pub l i c  works 
S a n i t a t i o n  
L i b r a r y  
Parks and r e c r e a t i o n  

C a p i t a l  o u t l a y  
Debt s e r v i c e :  

I n t e r e s t  and f i s c a l  c h a r g e s  
P r i n c i p a l  payments 

'To t a 1 ex pen ti i t ur  e s 

Cef ic i ency  of  revenues under 
expend i tu re s  

Other f inanc ing  sources :  
Opqrat ing t ransfers  in  ( n o t e  8)  
Opcreticig t r a n s f e r s  o u t  ( n o t e  8 )  

T o t a l  o t h e r  f inanc ing  s o u r c e s  

Excesa ( d e f i c i e n c y )  of revenues and 
o t h e r  f inanc ing  s o u r c e s  o v e r  
5xpenGitures  and o t h e r  f i n a n c i n g  uses  

Fund ba lance ,  as r e s t a t e d ,  June 30, 1989 
(no te  12)  

Fund b a l a n c e ,  June 30, 1990 

F i d u c i a r y  
Fund Type Governmental  fund Types 

Special Debt Capi ta l  Expendable T o t a l s  
General Revenue S e r v i c e  Projects Trust (Memorandum Only) 

$ 9,697,050 663,202 49,135 
460,123 - - 

2,051,550 1,467,715 82,780 
3,927,276 39,313 - 

281,877 - - 
790,242 134,020 3,050 
543,212 57,184 4,603 

17,751,330 2,361,434 139,568 

- - - - 
382,032 - - - - - 
511,832 50,599 

94,286 235,357 

285,956 980,150 

2,430,281 1,408,324 - - - 
7,956,335 - * - - 
2,424,164 859,999 - - - 
3,384,503 - - - - 

788,157 - - - - 
2,156,136 108,682 - - - - - - 1,650,858 2,198,151 

- - 123,728 - - - - - - -- 275,000 

19,139,586 2,377,005 398,728 1,650,858 2,198,151 

(1,388,256)  (15,571) (259,160) (662,708)  (1,912,195) 

1,621,191 27,104 266,314 1,364,735 2,500 - 13!,845 - - - - 
i ,4a9,346 27,104 266,314 1,364,735 2,500 

101,090 11,533 7,154 702,027 (1,909,695)  

=19,687 1,404,402 246,4914 4,014,257 1,909,865 

$ J d u L ? L z 1 . 4 1 5 . , n u u -  170 

10,409,387 
460,123 

3,984,077 
3,966,589 

281,877 

934,642 
I ,689,743 

21,526,438 

3,838,605 
7,956,335 
3,284,163 
3,384,503 

788,167 
2,264,818 
3,889,009 

123,728 
275,000 

25,764,328 

(4,237,890)  

3,281,844 
131,845 

3,149,999 

(1,087,891 1 

9,294,705 

D . 8 1 4  

See accompanying n o t e s  t o  g e n e r a l  purpose f i n a n c i a l  statements. 
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CITY OF LODI 

Combined Statement of Revenues, Expenditures and Changes i n  Fund Balances 
Budget and Actual - General a d  Special  Revenue Funds 

Year Ended June 30, 1990 

General Fund Special  Revenue Funds T o t a l  (Memorandum Only) 
Variance Variance Variance 

Favorable Revised Revised Favorable Revised 
BudKet Actual (Unfavorable) Budget I Actual (Unfavorable) Budget Ac tua1 

Revenuer : 
Taxes $ 9,502,430 9,697,050 
Licenses and permits 407,835 460,123 
Intergovernmental reve>\ies 2,047,110 2,051,550 
Charges for  s e r v i c e s  3,828,700 3,927,2 76 
Fines,  Eorfe i t s  and p e n a l t i e s  306,000 281,877 
I n t e r e s t  and r e n t a l  income 698,755 790,242 
Pliscellaneous revenue 4h8,300 543,212 

Total  revenue 17,239,130 17,751.330 

Expenditures: 
Current: 

General government 
Public pro tec t ion  
Public works 
S m i  ta  t ion 
Library 
Parks and recrea t ion  

2,418,855 2,430,281 
7,589,255 7,956,335 
2,464,531 2,424,164 
3,342,110 3,384,503 
1,280,130 788,167 
2,168,331 2,156,136 

Total expendi tures  19,263,212 19,139,586 

Excess (def ic iency)  of revenues over 
(under)  expendi tures  (2,024,0?2) (1,388,256) 

Other Einancing sources ( u s e s ) :  
Operating t r a n s f e r s  i n  1,769,859 1,621,191 
Operating t ransEers  out 145,000 13 1,814 5 

Total o ther  f inancing sources ( u s e s )  1,624,859 A489,346 
Excess (def ic iency)  of revenues and 

o ther  financing sources over 
expenditures and o ther  f inancing u s e s  (399,223) 101,090 

Fund balances,  June 30, 1989 k719,687 1,719,687 

Fund balances,  June 30, 1990 $1,320.464 1.820.777 

194,620 649,710 
52,288 - 
4,440 1,439,150 
98,576 40,000 

91,487 83,480 
94,912 6,000 

512,200 2,218,340 

(24,123) - 

(11,426) 2,576,053 

40,367 2,561,121 
(367,080) - 
(42,393) - 
49i ,363 - 
12,195 261,310 

123,626 5,398,484 

635,826 (3,180,144) 

(148,668) 21,436 
13,155 - 

(135,513) 21,436 

- 1,404,402 -- 
5 O O . u  (L754.304) 

663,202 13,492 

1,467,715 28,565 
- - 

39,313 (687) - - 
134,020 50,540 
57,184 51,184 

2,361,434 143,094 

1,408,224 1,167,729 

859,999 1,701,122 
- - 
- - 
- - 

108,682 152,628 

2,377,005 3,021,479 

(15,571) 3,164,573 

27,104 5,668 - ” -- 
27,104 5,668 

11,533 3,170,241 

1,404,402 - 
u 3 . t 7 0 . Z 4 _ 1  

10,152,140 10,360,252 
407,835 460,123 

3,486,260 3,519,265 
3,868,700 3,966,589 
306,000 281,877 
782,235 924,262 
454,300 600,396 

L9,457,L70 20,112,764 

4,994,908 3,838,605 
7,589,255 7,956,335 
5,025,652 3,284,163 
3,342,110 3,384,503 
1,280,130 788,167 
2,429,641 2,264,aia 

24,661,606 21,516,591 

Favorable 
(Unfavorable ) 

208,112 
52,288 
33,005 
97,889 
(24,123) 
142,027 
146,096 

655,2911 

1,156,303 
(36 7,080 ) 
1,741,489 

( 4  2,3 93 
491,963 
164,823 

3,145,105 

(5,204,226) (1,403,827) 3,800,392 

1,791,295 1,648,295 
145,000 131,845 

1,646,295 1 ,5 16,450 

(3,557,931) 112,623 

3,124,089 3,124,089 

m) =JA,uuu 

( 143, COO) 
( 13,155) 

(129,845 ) 

3,670,554 

See accompanying notes  to  gene ia l  purpose fiiiancial s ta tements .  

-6- 



crTy OF Lorn 

Combined Statement of Revenues, Expenses 
and Changes in Retained Earnings 

A l l  Proprietary Fmd Types 

Year Ended June 30, 1990 

, 

Proprietary Fund Type S 

Internal Total 
Service (Memorandum only) Enterprise 

Operating revenues: 
Charges for  services $ 32,451,493 59,558 32,511,051 

Operating expenses: 
Persona. services 
Supplies, materials, and 
services 

Utilities and communications 
Depreciation 
Benefit payments 

3,085,491 311,003 3,396,494 

1,166,301 
140 - 

386 , 382 

1,863,826 

2,813,532 
21,868 , 45 2 
1,706,871 

256,062 

3,979,833 
21,868.592 
1,706,871 

642 * 444 

Total operating expenses 

Operating income (loss) 

29,730,408 

2,721,085 

31,594,234 

-- 916,817 (1,804,268) 

Nonopera t ing revenues (expenses ) : 
Sewer bond taxes 
Interest revenue 
Rent 
Other 
Interest expense 

- 
138,847 

- 
I, 184,157 - 

189 * 142 
2,364,571 

202 , 635 
381,643 

(768,647) 

189 , 1L2 
2,503,&18 

202,635 
1,565,SOO 
( 768,647 1 

? 

Total nonoperating 
revenues 1,323,004 2,369,344 3,692,348 

Income (loss) before operating 
transfers (481,264) 5,090,429 4,609,16 5 

292,095 
(3,446,638) 

(3,154,603) 

1,454,562 

Operating transfers in (note 8 )  
Gperating transfers out ( n o t e  8 )  

292,095 
- 

- 
( 3 , 4 4 6 , 6 9 8 )  

Total operating transfers ( 3  , 446,698 ) 292,095 

< 189,165) 
308,646 

Net income (loss) 1,643,731 

Retained earnings, June 30, 1989 42,541,486 

3 4-m Retained earnings, Jcne 30, 1990 

See accompanying notes to genera! purpose financial statements 
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CITY OF MDI 

Combined Statement of Changes In Financicl Position 

All Proprietary Fund Types 

Year Ended June 30, 1990 

In te m a  1 
Enterprise  Service 

Sources of working capital: 
Cperations: 

N e t  income (loss) $ 1,643,731 (189,169) 
Items no t  requiring working 
capital - depreciation and 
amortization 1,723,736 - 

Total sources of working 
capital 3,367,467 (189,169) 

Uses of working capital: 
Acquisition of fixed assets, net 6,567,967 - 
Decrease of long-term debt - -- LOO , 00s 

Total uses of working 
capital 6,667,967 - 

Net decrease in 
working capital $Q&&xlaQ) (U) 

Total 
(Memorandum only) 

1 , 4 5 4 , 5 6 2  

L ,723,736 

3, l 78,2?8 

6,567,367 
LOO, 000 

6,667,967 
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CITY OF M D I  

Combined Statement of Changes i n  F i n a n c i a l  P o s i t i o n  - Continued 

All P r o p r i e t a r y  Fund Types 

Elemeats of n e t  decrease i n  

Cash and investments 
Res t r ic ted  assets 
Accounts rece ivable ,  n e t  
Property taxes rece ivable  
I n t e r e s t  rece ivable  
Due from o t h e r  funds o r  

government agencies  
Xnven t o ry 
Other assets 
Accounts payable and accrued 

Accrued salaries and wages 
Accrued cornpecsated absences 
Accrued i n t e r e s t  
Due to  other funds 
Accrued s e l f  insurance claims 

working c a p i t a l :  

l i a b i l i t i e s  

E n t e r p r i s e  

$( 1,551,547 
( 6 0 3  ,5 25 ) 
247 , 7 16 
(28,816) 
86,574 

345,453 
106,823 
( 7,347 1 

(9,447) 
( 1. 694.5 21 

(98 , 7 b h )  
(4,987 ) 

(87,738 1 - 

Net decrease i n  
workinn caoi tal 

Y .  

I n t e r n a l  
Service 

(54,591 

63 

10,422 

- 
- 

- 
- 

115,143 

G6,278 
- 
- 
- 
- 

(306,464) 

(-1 

f 

See accompanying notes t o  yenerai purpose financial statements. 
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Total 
(Memorandum Only) 

(1,606,138 1 
(603,925) 
247,759 
( 28 , 816 1 
96 , 996 

345,459 
106 , 823 
107 , 796 

( 1,648 , 2 4 3 )  

(98,746) 

(87,738 ) 
(306,&64) 

(9,447) 

(4,987) 
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CITY OF M D I  

Notes to General Purpose Financial Statements 

June 30, 1990 

(1) Sunmary of Siguificant Accounting Policies 

ihe City of Lodi (City) was incorporated December 6 ,  1906, as a municipal 
corporation under the general laws of the State of California. The City 
operates under the Council-IYanager form of government and provides the 
following services as authorized by its charter: general government * 
public works, public protection, sanitation, library, and parks and 
recreation. 

The accounting policies of the City of Lodi conform to generally accepted 
accounting principles as applicable to governmental units. The following 
is a summary of the more significant policies: 

(a) Reporting Entity 

The City's financial statements i2clude the operations of all 
organizations for which the City Council exercises oversight 
responsibility. Oversight responsibiLity is demonstrated by financial 
interdependency, selection of governing authority, designation of 
management, ability to significantly influence operations, and 
accountability f o r  fiscal matters. 

Based on the aforementioned oversight criteria, the Lodi Public 
Improvement Corporation (LPIC) is included in the Enterprise Funds as the 
City has oversight responsibility f o r  this entity. 

(b) Basis of Presentation - Fund Accounting 

The operations of the City are recorded i n  the following fund types and 
account groups : 

Governmental Fund Types 

Governmental Funds are those through which most governmental functions 
of the City are financed. The acquisition, use, and balances of the 
City's expendable financiai resources and the related liabilities 
(except those accounted for in proprietary funds) are accounted f o r  

3 

(Continued) 
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CITY OF LODI 

Notes t o  General Purpose Financial Statements 

through governmectal fmds. The measurement focus  i s  upon determination 
of chacpes in financial position, rather than upon net income 
determination. The following are the City's governmental fund types: 

General Fund - The General Fund is the general operating fund of the 
City. It is used to account for 311 financiai resources except those 
required to be accounted € o r  in another fund. 

aecial Revenue Funds - Special Revenue Funds are used to account for 
the proceeds of specific revenue sources (other than special 
assessments, or major capital projects) that are legally restricted 
to expenditures f o r  specified purposes. 

Debt Service Fund - Debt Service Fund is used to account f o r  the 
accumulation of resources f o r ,  and the payment o f ,  general long-term 
debt principal, interest, and related costs. 

Capital Projects Fund - Capital Projects Fund is used to account f o r  
financial resources to be csed for the acquisition o r  :onstruction of 
major capital facilities (other than those financed by proprietary 
funds and trust funds 1. 

Proprietary Fund Tyw 

Proprietary Funds are used to account for the City's on-going 
organizations and activities which are similar to those often found in 
the private sector. The measurement focus is upon determination of net 
income. The following are the City's proprietary fund types: 

Enterprise Funds - Enterprise Funds are used t o  account f o r  
operations (a) that are financed and operated in a manner similar to 
private business enterprises - where the intent is that the c o s t s  
(expenses, including depreci2tion) of providing goods or services are 
recorded primarily through user charges; o r  ( b )  where the governing 
body has decided that periodic determination of net lncorne is 
appropriate. 

Internal Service Funds - Internal Service Funds  are u s e d  t o  account 
for the financing of goods or services provided by one department or 
agency to other departments o r  agencies of  t h e  C i t y ,  o r  to other 
governmental units, on a cost-reimbursement basis.  

( Co i i  t i n u e  a ) 
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CITY OF M D I  

Notes to General Purpose Financial Statements 

Fiduciary Fund Type 

Fiduciary Funds are used to accoun: f o r  assets held by Lhe City in a 
trustee capacity or  as an agent f o r  individuals, private organizations, 
other governmental cnits, and/or other funds. 

k e n c y  Funds - Agency funds are used principally to account for 
collection of special assessments and payment of related bond 
principal and interest. Agency funds are custodial in nature and do 
not involve measurement of results of operations. 

0 Expendable T r u s t  Fund - Expendable T r u s t  Fund is used principaliy to 
account for funds held by the governmental unit in a trustee capacity 
for individuals, private organizations, other governmental units, 
and/or other funds. 

Account Groups 

Account groups are used to establish accounting control and accountability 
for the City's general fixed assets and general long-term debt. The 
following are the City's account groups: 

General Fixed Assets Account Group - This group of accounts i s  
established to account f o r  fixed assets of the City, other than those 
accounted for in the proprietary funds. 

General Long-Term Debt Account Group - This group of accouCts is 
established to account for all long-term obligations of the City 
except those accounted f o r  in the proprietary funds. 

Basis of Accounting 

Governmental Eunds and Fiduciary fund types use the modified accrual basis 
of accounting. Under this basis of accounting, revenues are recorded when 
they become both measurable and available to pay lizbilities of the 
current period. Revenues not ccnsidered available are recorded as 
deferred revenues. Expenditures are recorded when the liability is 
incurred, except f o r  (1) interest on general long-term obligations which 
is recorded when due, and ( 2 )  the noncurrent portion of accrued vacation 
and sicK leave, which is recorded in the general long-term debt account 
group. 

(Cont ir.ued) 
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CITY OF MDI 

Notes to General Purpose Financial Statements 

In applying the susceptible LO accrual concept to intergovernrnentzl 
revenues, the legal and contractual requirements o f  the numerous 
individual progrms are used as guidance. There are, however, essentially 
tiro types of revenues. In  one, monies must be expended on the specific 
purpose o r  project betore any amounts will be paid to the City; therefore, 
revenues are recognized based upon the expenditures recorded. In the 
other, monies are virtually unrestricted as to purpose of expenditure and 
are usually revocable only for failure to comply with prescribed 
compliance requirements. These resources are reflected as revenues at the 
time of receipt or earlier if the susceptible to accrual criteria are met. 

Property taxes are recognized as revenue in the year f o r  which taxes have 
been Levied, provided they are collected within 60 days after year-end. 

Licenses and permits, charges for services, fines and forfeitures, and 
niscellaneous revenues (except investment earnings) are recorded as 
revenues when received in cash because they are generzlly not measurable 
until actually received. Investment earnings are recorded as  earned since 
they are measurable and available. 

The accrual basis of accounting is used by the proprietary funds. 
Unbilled service revenue is accrued in proprietary funds. 

(d) Encumbrances 

Encumbrance accounting, under which purchase orders, contracts, and other 
commitments for the expenditure of funds are recorded to reserve that 
portion of the applicable appropriation, is employed in the governmental 
funds. Open encumbrances are reported as reservations of fund balances 
since the commitments will be honored through silbsequent years' budget 
apprcpriations. Encumbrances do not constitute expenditures or  
liabilities. 

(e) Cash and Investments 

Cash for most funds is pooled, and interest income from pooled investments 
is allocated tc +he v,rious funds based on month-end balances. Available 
cash i.s invested in certif icates of deposit, bankers acceptances, 
commercial paper, discount notes, repurchase agreements and savings 
accounts. Investments are stated a t  cast o r  amortized c o s t ,  which 
approximates market. 

iccntinuedf 
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CITY OF LODL 

Notes to General Purpose Financial StateDents 

( f )  Inventory 

Inventory is valued at the lower of cost (weighted-average nethod) or 
market. The cost of tnventory is recorded as an expenditure/expensc at 
the time individual inventory items are consumed (consumption method). 

( g )  General Fixed Assets 

General Fixed a s s e t s  have been acquired f o r  general governmental 
purposes. Assets purchased are recorded as expenditures in the 
governmental funds and capitalized at cost in the general fixed assets 
account group. Capital leases for buildings, improvements, and equipment 
are recorded in the general fixed assets account group, and the capi:al 
lease obligation payable is recorded in the general tcng-term debt account 
group. Contributed fixed assets are recorded in the general fixed assets 
account group at estimated fair market value at the time received. 

Certain improvements such as roads, bridges, curbs and gutters , streets 
and sidewalks, drain systems, and lighting systems are not capitalized. 
Such assets normally are immovable and of value only t o  the City. 
Therefore, t h e  purpose of stewardship far capital expenditures is 
satisfied without recording these assets. 

No depreciation has been provided on general fixed assets, nor  has 
interest been capitalized. 

(h) Fixed Assets - Enterprise Fund 

Fixed assets owned by the enterprise funds are stated at cost or estimated 
fair narket value at the time received, i f  donated. 

Depreciation has been provided over the estimated useful lives using the 
straight-line method. The estimated useful lives are as follows: 

Years 

Buildings 
Improvements 
i%chinery and equipment 
l i t i l i t y  plant 

15 - 20 
3 -  5 
2 - 20 

30 

(Continued) 
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CITY OF LODI 

Notes to General Purpose Financial Statements 

(i) Compensated Absences/Vacation and Sick Leave 

Noncurrent accumulated vacation and vested s i c k  leave b e n e f i t s  f o r  
go~errunental funds are recorded in the General Long-Term Eebt Accoult 
Group as a liability and also as an amount to be provided by future 
operations. The amount to be provided by future operations represents the 
total amount that would be required io be provided from the general 
operating revenues of the City if all the benefits were to be paid. The 
cwrent portion, the mount expected to be paid in the next 12 months, is 
recorded as a liability of the responsible fund type. 

Enterprise funds record compensated absences/vacation and sick leave as an 
expense and liability when earned. 

(j)  Self-Insurance 

The City is self- insured  for general liability, automobile liability, and 
workers' compensation. The operating funds are charged premiuns by the 
City's self-insurance funds, which are accounted f o r  6s internal service 
funds.  The accrued liability for estimated claims represents an estimate 
of the eventual loss on claims arisi-g prior to year-end including claims 
incurred and not yet reported. 

(k) T o t a l  Columns 

The total columns labeled "memorandum only" data are the aggregate of the 
fund types and account groups and are presented only to facilitate 
financial analysis. No consolidating o r  other elimination entries were 
made in arriving at the totals, thus, they do not represent consolidated 
information. 

(2) Budgetary Data 

The City Council follows these procedures in establishing the budgetary 
data reflected i n  the accompanying financial statements: 

On or prior to the first regular Council meeting i n  June of each year, 
the City Manager submits to the City Council a proposed operating budget 
for the fiscal year commencing July  1. The o p e r a t i n g  budge t  includes 
proposed expenditures and the means of financing them. The budget is 
established on an accrual basis. 

(Contlcued) 



CITY OF MDI 

Notes to General Purpose Financial Statemeots 

Public hearings are conducted during meetings Of t h e  City Council t o  
obtain citizen comments. 

Prior to July 1, the budget is legally er,acted through passage of an 
ordinance. 

The City Manager or designee is auEhorized to transfer Certain budgeted 
amounts between accounts; however, any revisions that alter the total 
appropriations on functional expenditure classifications of any fund 
n u s t  be approved by the City Council. The combined Statement of 
Revenues, Expenditures and Chznges in Fund Balance - Budget and Actual - 
General and Special Revenue Funds reflect all revisions. 

Appropriations lapse at the zlose of the fiscal year to the extent that 
they have not been expended or encumbered. 

(3)  Cash and Investments, and Restricted Assets 

The City maintains a cash and investment pool that is available f o r  use 
by all funds. Each fund's portion of this pool is displayed on the 
combined balance sheet as "Cash and Investments." 

The City is authorized to invest in securities of the State of 
California, U.S. Government, or its agencies; certificates of deposit (or 
time deposits) placed with commercial banks and/or savings and loan 
associations; negociable certificates of deposit; banker's acceptances; 
commercial paper; local agency investment fund (State pool) demand 
deposits; repurchase agreernents (collateralized by U.S. TreasLry 
securities); pass book savings account demand deposits; arid otner 
investments that are, o r  may become, a l egal  investment as defined by the 
State of California Government Code (with prior approval of the Council). 

Repurchase agreements entered into by the CCty are typically short-term 
in nature and structured to return a specified yield. 

Generally accepted accounting principles define three categories of 
credit risk for securities: 

I Securities that are insured or registered, o r  for which the 
securities are held by the City or its agen t  in the City's name; 

11 Securities that are uninsured and unregistered and are held by the 
broker's or dealer's trust department Or agent in the City's name; and 



C I T Y  OF MDI 

Notes to General Purpose Financial Stat-nts 

111 Securities that are uninsured and unregistered ar.d held by the 
broker or d e a l e r .  or by its triist department or agent, but not In 
the City's name. 

-. 

The following is a recap of cash and inVeSKmentS, and restricted assets 
at June 30, 1990: 

Cash and investments 
Restricted assets 

$ 32,657,512 
8,045,425 

The following is a detail summary of deposits and investments at Jgne 30, 
1990 : 

Approximate 
Plarke t 

cost Value Categorx - 
Unrestricted: 

Cash and deposits $ 465,553 
Investments : 
Certificates of deposit 6,600,000 
Banker's accepcances 5 , 765,647 
Government National 
Mortgage Association 1 ,853,396 

U.S. Treasury Notes 997,703 

Pooled investments 6,413,887 
Retirement funds held: 

Tot  a 1 ca t ego r i zed 
unrestricted 22,096,186 

Local agency investment fund 10,000,000 
Mutual funds 504 , 241 
Various investments 57,085 

Total unrestricted 32,657,512 

b66 , 000 - 
6,600,000 111 
5,9OS,OOO 111 

1 , 789,000 I 
1,010,000 I 

6,b14,000 11 

22  , 184,000 

10,000,000 
504,000 
139,000 

32,827,000 

I 

(Continued) 
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CITY OF LODI 

Notes to General Purpose Financial Statements 

B e 6  t r i c ted; 

Sewer funds: 
Various investroents 

Debt service: 
Various deposits and 
investments 

Total restricted 

!$ 7,842,425 

203,000 

8,045,425 

Total cash and 
investments , and 
restricted assets $40..792,927 

(4) Property Tax 

Approximate 
,%rke t 
Value Category 

7,842,425 - 

203,000 - 

3 . 0 4 5 .  biEi 

Sari Joaquin County is responsible f o r  assessing, collecting and 
distributing property taxes in accordance with enabling legislation. The 
City's property tax is levied each July 1 on the assessed value listed as 
of the prior March 1 for all real and personal property located in the 
City. The assessed value at March 1, 1989, upon which the 1990 levy was 
based, was $2,050,535,592. 

Taxes are due in two equal insta1lrnxts on November 1 and February 1 
Eol'lowing the levy date, payments are  delinquent after 40 and 60 days, 
respectively. 

Property taxes levied for the year ended June 30, 1990, are recorded as 
receivables, net of estimated uncollectibles. The net receivables 
collected during the year and expected to be collected by August 30, 1990 
are recognized as revenues i n  the year ended June 30, 1990. Net 
receivsbles estimated to be collectible subsequent to August 30, 1990 are 
reflected as deferred revenues. 

d 

(Continued ) 
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Notes to General P u r p o s e  Financial Statements 

(5) Due from Other Governments 

Due from other governments represents amounts 
California and the federal government as follows: 

General 
Fund 

State of California $ 2,035 
Federal Government 
Public Employee Retirement 

- 

System 392,347 

due from the State of 

Special 
Revenue Total  

218,377 220,412 
68,008 68,008 

- 392,347 

286.385 680.267 
State of California/Federal Government - These amounts represent 
expenditures made by the City for various grant programs but not reimcursed 
prior to June 30, 1990. 

Public Employee Retirement System Surplus Account - In November 1987, the 
Public Employee Retirement System (PERS) changed the existing method of 
handling the surplus assets for employer Categories in an overfunded 
position (better than 100% funded) with a new Surplus Asset  Account 
method. T'nis surpius was due largely to the fact that the actuarial assets 
have been adjusted to recognize unrealized capital gains and losses 
(Note 9 ) .  

Under the previous method, the surplus assets for overfunded employer 
categories were used to reduce the normal cost rate on a dollar-for-dollar 
basis or as an alternative, the surplus was used as an offset to the future 
employer normal cost on an amortized basis. Under the new method, if a 
miscellaneous or safety category within an employer is found to be in an 
overfunded position, the surplus will be transferred to a PERS Surplus 
Asset Account. PERS will then deterzine the employer rate f o r  the 
overfunded c a t e g o r y  independent of the surplus using the same funding 
method as used for all employer categories not in an overfunded position. 
The employers in an overfunded position may then use t h e  surplus assets to 
reduce their employer contributions to the System for the overfunded 
category i n  any manner they wish, and at any time, as long as a surplus 
remains i n  the Surplus Asset Account sufficient to cover the employer 
contribution shortage reported to the System. 

(Con t inuea ) 
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--. 
( 6 )  Lung-Term Debt and Capitalized Lease Obligations 

The following is a s m a r y  of debt transactions of  the C i t y  for the year 
ended June 30, 1990: 

Retire- June 30, Interest  July 1 ,  
1990 Rates 1989 Additions ments 

T 
J 

General long-term debt 
account group : 

Compensated absences - $ 1,995,310 

General obligation bonds: 

improvement bonds : 
1965 Municipal 

Series A 3.50% 
Series B 4.50-5.252 

Special assessment 
d i s t r i c t  bonds with 
governmental commitment: 

Downtown (net of 
Lodi Unified 

$ 7,578 discount) 
8.75-9.90% 

Capitalized lease 
obligations: 

IBM Carporation 7.42% 

FMC Corporation 7.50% 
EVC Corporation 7.86% 
Caterpillar 7.50% 

IBH Corporation 7.142 

1,830,000 
235,000 

2,065,000 

-2- 304 763 

2,369,763 

- 
- 
- 

45 , 766 
64,962 

110,728 

Enterprise Funds: 

188,756 - 

- 235,000 
- 40,000 

- 275,000 

- 17,301 

- -- 292 , 341 

85,803 .- 
141,563 - 
79,581 14,111 

- 17,893 
14,465 I 

3 0 6 , 9 2  4 6 , 4 6 9  

2,184,066 

1,595,000 
195,000 

f,790,000 

787,122 

2,077,122 

35,803 
141,563 
65.470 
27.833 
50,497 

37L,206 

Certificates of 
participation 
( n e t  of discount 
$008,652) 

- 
5 . 2 5 - 7 . 8 0 1  $ -.kiLL& w4*wl 
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Notes to General Purpose Financial Statements 

Long-term debt payable ac JLne 30, 1990 is compr ised  of the following 
individual issues: 

1965 Municipal Improvement Bonds - Series A - These bonds v e r e  issued 
to finance the construction of sewer and drainage facilities plus a 
public safety building. The bonds are secured by a pledge of 
property tax revenues. Principal is payable annually through 
October 1, 1995, with interest. 

1965 Municipal Improvement Bonds - Series B - These bonds were iisued 
on May 1, 1969 to finance the construction and completion of storm 
drainage improvements f o r  the City of Lodi. The bocds are secured by 
a pledge of property tax revenues. The semiannual principal 
paynents, with interest of 4.50% t o  5.25%, are payable on ?lay 1 and 
November I through L394. 

Special Assessment District Bonds with Governmental Commitment - The 
City is obligated under the terms of the Lodi United Downtown special 
assessment bond indentures, in the absence of  any other bidder, to be 
the purchaser of property upon which any said special assessments are 
levied and are delinquent. 

Certificates of Participation - $9,415.000 certificates of 
participation (1988 Wastewater Treatment Plant Expansion Project), 
annual principal payments August I ,  beginning 1989, in amounts from 
$100,G00 t o  $755,000 with final payment due August 1, 2003, interest 
increases from 5.25% t o  7.80%. payable semiannually on February 1 and 
August 1. 

The annua l  principal requirements to amortize a l l  debt outstanding as of  
June 30, 1990 are as  fotlows: 

Genera L 
Ob1 iga t iGn 

June 30, Bonds - 

1991 $ 290,000 
1992 295,000 
1993 310,000 
1994 325,000 

1996 and 

Year Ending 

1995 280, ooo 

Thereafter 290,000 

Special 
Assessment 
Bonds 

25,000 
25,000 
25,000 
30,000 
30,300 

- 160,000 

ii2Lau 

Certificates 
of 

Part ic i pa t i o n  

105,000 
1 LO ,000 
120,or)o 
125,000. 
135,000 

8,720,000 

Total 

420.000 
430,000 
455,000 
480,COO 
445,000 

9,170,000 

U.4QO,QM 
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The various indentures maintain significan: limitations and restricticns 
on annual debt service requirements, maintenance Of and flow of monies 
through various restricted accounts. The City is in compliance with all 
such significant limitations and restrictions. 

The present value of future rninimm capital lease payments as of 3une 30, 
1990 are as follows: 

Fiscal Years 

1991 
1992 
1993 
1994 
1995 

$ 126,219 
114,054 
88,039 
56,813 
45,541 

Total minimum lease payments 4 3 0 , 6 6 6  

Less amounts representing interest 59,459 

Present value of minimum 
capital lease payments 

Industrial Development Bonds 

$372.207 

The City of Lodi has lent its name to the City of Lodi Industrial 
Development Authority for the purpose of issuing the following industrial 
developme2t bonds: Minton Corporation $5,000,000 Industrial Development 
Bonds; and Dart Corporation $8,000,000 industrial Developmen: Bonds. 

These bonds are special obligation bonds only, payable solely o c t  of the 
bond revenues o r  other sources of the above companies and are n,t a 
pledge of the general credit of the City of Lodi.  The City of Lodi is 
not obligated for the redemption o r  administration of these ir.dustria1 
development bonds. 

( 7 )  Due From/To Other Funds 

Individual fund interfund receivable and payable balances, excluding due 
€rom governmental agencies ( s e a  note 5 )  by fund type at June 30, 1990,  
are as follows: 

(Con: i n u e d  
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Special Revenue Funds 
Cebt Service Funds 
Capital Projects Funds 
Enterprise Funds 
Trust and Agency Funds 

Due From 
Other Funds 

- $ 
295,000 
427,600 

1 ,378,792 
- 

$2.101.39, 3 

Due To 
Other Funds 

68,500 

6 12 , 800 
1,125,092 

295,000 

- 

24101.392 

( 8 )  Operating Transfers 

T o t a l  operating transfers by fund type at June 3 0 ,  1990, sre as follows: 

Fund 

General Fund 
Special Revenue Funds 
Debt Service Funds 
Capital Projects Funds 
bpendable Trust Fund 
Agency Funds 
Enterprise Funds 
Internal Service Funds 

( 9 )  Defined Benefit Pension Plan 

(a) Plan Description 

Operating Transfer 
Out In - - 

$ 1 , 6 2 2 , 1 9 1  
27 , 104 

266,314 
1 ,364,735 

2 ,500 
4 , 6 0 4  

292!095 
- 

131 ,S45 
- 

- 
- 
- 

3,446,695 
- 

The C i t y  contributes to t h e  California Public Employees' Retirement 
System (PERS o r  System), an agent multiple-employer public employee 

agent f o r  p a r t i c i p a t i n g  p u b l i c  e n t i t i e s  within the  S t a t e  of California. 
The City's payroll f o r  employees covered by the System f o r  the year ended 
June 30, 1990 was $11,285,593 which was 84% of t h e  City's t o t a l  payroll 
of $13,430,810.  

retirement system that acts as a common investment and administrative 

The System cavers essentially all employees. except elected o f f  lcials and 
those employees compensated on an hourly b a s i s  who were hired after 
May 31, 1966.  

(Ccnt inued 1 

-23- 



, 

-. , 

3 

bp 

3 

CITY OF LODI 

Notes to General Purpose Financial Statements 

Safety employees are required to contribute nine percent of their annual 
salary to the System. All other employees are required to contribute 
seven percent. The City is required to contribute the remacning amourits 
necessary to fund the benefits f o r  its members, using the actuarial basis 
recommended by the PERS actuaries and actuarial Consultants and adopted 
by the Board of Administration. 

(b) Funding Status and Progress 

m e  amount shown below as the pension benefit obligation is a 
standardized disclosure measure of the present value of pension benefits, 
adjusted f o r  the effects of projected salary increases and step-rate 
benefits, estimated t o  be payable in the future as a result of employee 
service to date. The neasure is intended to help users assess the 
funding status of the System on a goiag-concern basis, assess progress 
sade in accumulating sufficient assets to pay benefits when due, and make 
comparisons among employers. The measure is the actuarial present value 
of credited projected benefits aod is independent of the funding method 
used to determine contributions t o  the System. 

The pension benefit obligation was computed as part of an actuarial 
valuation performed as of June 30, 1989. Significant actuarial 
assumptioas used in the valuation include (a) a rate of return on the 
investment of present and future assets of 8.5 percent a year compounded 
annually, (b) projected salary increases of 5 percent a year compounded 
annually, attributable to inflation, (c) additional projected salary 
increases of 2 percent a year, attributable to seniority/merit, and (d) 
no postretirement benefit increases. 

Total unfunded pension benefit obligation hpplicable to the City's 
employees was $ 3 , 4 0 2 , 8 3 4  at June 30 ,  1990, as follows: 

Pension benefit obligation: 
Retirees and beneficiaries currently receiving 
benefits and terminated employees not yet 
receiving benefits 

Current employees: 
Accumulated employee contributions including 

Employer-financed vested 
Employer-financed nonvested 

allocated investrent earnings 

Total pension benefit obligaticn 

Net assets available € o r  benefits, at cost 
(market value approximates $ 1 3 , 6 5 5 , 7 5 7 )  

Unfunded p e n s i o n  benefit obligation 

$ 21,738,27$ 

9,057,485 
9 , 230,876 

625 ,138  

40,652,773 

(Continued) 
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( c )  Actuarially Determined Contribution Requirements and Contribution Made 

PERS uses the Entry Age Normal Actuarial Cost Xethod which is a projected 
benefit cost method. That is, it takes into account those benefits that 
are expected to be earned in the future as well as those already accrued. 

According t o  this cost method, the normal cost for an employee is the 
level amount which would fund the projected benefit if it were paid 
annually from date of emplopent until retirement. PERS cses a 
modification of the Entry Age Cost Method in which the employer's total 
normal cost is expressed as a level percentage of payroll. PERS also 
uses the level percentage of payroll method to amortize any unfunded 
actuarial liabilities. The aniortization period of the unfunded actuarial 
liability ends on June 30, 2000. 

The significant actuarial assumptions used to compute the actuarially 
determined contribution requirement are the same as those used to compute 
the pension benefit obligation, as previously described. 

The contribution to the System for 1990 of $2,182,495 was made in 
accordance with actuarially determined requirements computed through an 
actuarial valuation performed as of June 30, 1989. The contributions 
consisted of: (a) $1,896,515 normal cost (16.8 percent of current covered 
payroll) and (b) $285,979 amortization of the unfunded actuarial accrued 
payroll liability (2.5 percent of current covered payroll). The City 
contributed $1,302,836 of this total (11.5 percent of current covered 
payroll) and the employees contributed $379,658 (7 .8 percent of current 
covered payroll 1. 

(d )  Trend Information 

Trend information gives an indication of the progress made in 
accuniulating sufficient assets to pay benefits when due. System wide 
ten-year trend information may be found in the California Public 
Employees Retirement System Annual Reports. 

For the year ended June 30, 1990 availabl2 a s s e t s  were sufficient to fund 
91.6 percent of the pension benefit obligaticn. Unfunded pension benefit 
obligation represented 30.4 percent of the annual p a y r o l l  f o r  employees 
covered by the PERS for 1990. Showing unfunded pension benefit 
obligation as a percentage of annual covered payroll approximately 
adjusts for the effects of inflation for analysis purposes. i n  addition, 
for the year ended 1990, tne City's contributions to the System, all made 
in accordance with actKarially determined requiremects, was 12 percent of 
annual covered payroll. 

(Cont Lnued) 
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(10) Segments of Enterprise Activities 

There are three services provided by the City which are financed by user 
charges - electric, sewer, and water. Selected financial data for those 
three services f o r  the year ended June 30, 1990 are as follows: 

Electric Sewer 

Operating revenues $ 27,126,748 2,825,374 
Operating expenses: 
Depreciation 730,042 707,932 
Other 25,318,34i 1,545,376 

Operating income 1,078,465 572,066 

Nonoperating revenue 2,526,584 1,236,711 
Operating transers out (2,736,730) (198,688) 

Net income (loss) $ . (220.146) 1.038.022 

Additions to fixed 
assets $ --3ABLdX 4 2,358,602 

Net working capital $ 26,258.m 17, .  489.5 71, 

Total assets $ Z431.352 22.625,361 

Certificates of 
participation $ - - 8.834.348 

Total equity $ 2 6 . 2 5 8 , 3 9 5  12.489.571 

Water 

2,499,371 

268,897 
1,159,920 

1,070,554 

1,327,134 
( 5  11,280) 

- _815,854 

521.964 

5.43 7.25J 

4 . 6 7 1 , 4 3 3  

5,437.251 

Total 

32,451,493 

1,706,871 
23,023,537 

2,721,085 

5,090,429 
(3,466,698) 

1.663.733, 

44.185. 21 7 

5-7.731.146 - 

(11) Contingent Liabilities 

Deferred Compensation Plan - The City offers its employees a deferred 
compensation plan created i n  accordance wich In te rna l  Revenue Code 
Section 457. The Plan ,  avaiiable to all City empioyees, permits them t o  
defer a portion of their salary until future years. The deferred 
compensation is not avaiiable to employees until termination, retirement, 
death, OK unforeseeable emergency. 

A11 amounts of compensation deferred under the Plan ,  all property or 
rights are (until paid or made available to the employee or other 
beneficiary) solely the property and rights of the C i t y  subject only to 
the claims of  the City’s general creditors. Participants’ rights under 
the Plan are equal to those of general creditors of the Ci.ty in an amount 
equal to the fair narket value of the deferred account f o r  each 
parti.cipant. 

(Continued) 
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Self-Insurance - The City is seif-insured under its existing general 
liability insurance policy f o r  the first $250,000 of claims, per 
occurrence, with the California joint powers insurance agency providing 
certain liability coverage f o r  the next $750,000, per occurrence and in 
the aggregate. Additional coverage is avaiiable f o r  claims in excess of 
$1,000,000 to $10,000,000 per occurrence and in the aggregate. 

The City if self-insured with respect to workers' compensation, inedical 
benefits, unemployment, and long-term disability for its employees. 
Self-insured transactions are accounted for in the Internal Service 
Fund. The first plan is administered by an outside agency, the latter 
three are administered by the City. Claims payable under the above 
policies aggregated $1,747,318 at June 30, 1990. Incurred but not 
reported claims have been cocsidered in determining the accrual f o r  the 
self-insurance reserve. 

The City does not use an actuary to determine liabiiity. Claims payable 
are determined from administrators reports and the City's historical data. 

Expansion of Sewage Treatment P l a n t  - The City issued certificates of 
participation to pay for the expansion of the capacity of its sewage 
treatment plant. The City is committed to pay any sewage treatment plant 
expansion costs in excess of the cash provided from the issuance of the 
certificates of participation. At June 30, 1990, budgeted costs exceeded 
cash available from the issuance of the certificates of participation by 
approximately $1,541,000. 

Litigation - The City of Lodi, California is a defendant in various 
lawsuits. The City Attorney estimates that the potential claims against 
the City not covered by insurance resulting from such litigation would 
not materially affect the financial condition of the City. 

Arbitrage Earnings Rebate Liability 

Arbitrage earnings are defined as income earned on the unexpended tax 
exenpt bond proceeds in rxcess of that which would have been earned had 
the monies been invested in securities with a yield of the effective rate 
of the bond anticipation notes. Arbitrage earnings must be rebated to 
the United States Treasury every five years. The Authority recorded an 
arbitrage earnings rebate liability of approximately $97,000 as of 
June 30, 1990. Future arbitrage earnings (losses: can be used to offset 
the existing rebate liability. Therefore, a potential exists f o r  the 
figure to either increase o r  decrease prior to the due dace of August 1, 
1993. 

(Continued; 
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- . . . . 

(12) Restatement of Beginning (June 30, 1989) Fund Balaace 

In the prior year, the City recorded $100,000 received from the Old Lodi 
Unified High School Site Foundation as revenue. This receipt should have 
been applied to the outstanding receivable balance. The effect of this 
restatement was a $100,000 decrease to the fund balance of the Capital 
Projects Fund. 
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Assets 

Cash and investments $ 9,200,994 
Restricted assets - 
Receivables (net of allowance 

f o r  uncollectibles): 
Accounts 1,963,323 
Property taxes - 
Interest 189,094 

Due from other funds o r  
governmental agcnc ies 1,378,792 

Inventory 1,316,937 
Other assets 24 3 
Fixed assets (net of 
accumulated depreciation) 14,381,969 

3 

CITY OF LODI 

EnterFrise Funds 
Combinirlg Balance Sheet 

June 30, 1990 

Total assets $ 2&.431,L 7 

Electric 

3 
Liabilities 

3 

Accounts payable and other 
1 i a b i l  i t ies $ 1,754,439 

Accrued salaries and wages 28,485 
Accrued interest - 
Due to other funds - 
Accrued compensated absences 390,033 
Certificates of participation 
payable, net of discount - 

Total liabilities 2,l72,95 7 

Fund Equity 

Retained earnings 26 ,253 ,395  

Contingent liabilities 

Total liabilities and 
fund equity 3 ?8.423..357 

Sewer 

4,518,291 
7,842,425 

158,014 
18,963 
126,244 

- 
11,489 
10,152 

9,942,783 

22.628.361 

745,990 
LO, 728 

360,529 

187,195 
- 

8,834,348 

10,138,790 

12,489,5 7 1  

Water 

1,605,055 
- 

168,527 

29,046 
- 

- 
245,728 

54 

4,623,023 

6.671.433 

36,040 
9,189 

1,125,092 
53,361 

- 

- 

1,234, I82 

5,437,251 

T o t a l  

15,324,340 
7,842,425 

2,289,864 
18,963 

344,384 

1,378,792 
1,5 74,154 

10,449 

28,947,775 

37.731.146 

2,536,469 
48,432 
360,5 29 

1,125,092 
641,089 

8,834,348 

13,545,929 

k4,185,217 

u 7 1 . 4 3 3  57 .731 .146  

See accompanying inde?endent auditors' r e p o r t .  
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Enterprise Funds 
Combining Statement of Revenues, 'Expenses 

and Changes in Retained Earnings 

Year Ended June 30, 1990 

Electric -- S e w e r  Water T o t a l  

Operating revenues: 
Charges f o r  services $ 27 ,126 ,748  2 ,825 ,371  2 ,499 ,371  32 ,451 ,493  

Operating expenses: 
1 ,877 ,328  754,458 453,705 3 ,085 ,491  Personal services 

Supplies, materials and 
322,145 2,813,532 services 1,985 , 300 506,087 

Utilities and 
communications 21,204,456 280,431 383,565 21,868,45 2 

Depreciation 730,042 707,932 268,897 I , 706,871 
Benefit payments 251,157 4 ,400  505 256,062 

Total operating 
expenses 26,048,283 2 , 253,308 1 ,429 ,817  29,730,bOS 

Operating income 1,978,465 572,066 1 ,070 ,554  2,721,085 

Nonoperating revenues (expenses): 
189 , 1 4 2  Sewer bond taxes - 189,142 - 

Interest revenue 1,153,161 1 ,073 ,467  137,944 2 ,364 ,572  
Rent 20,356 130 , 761 51 ,517  202,634 
Interest expense - 
Other 274,602 39 ,922  67 ,119  381  , 643 

(768,647 - (768 ,64  7 )  

Total nonoperating 
revenues (expenses) 1,448,119 256,580 2 , 359,344 664,645 

Income before operating 
2 , 526 , 584 1 , 236 , 7 1 1  1,327 , 134 5 ,090 ,429  transfers 

Operating transfers out (2 ,736 ,730)  ( 198,688)  (511 ,280)  (3 ,446 ,698)  

Net income (loss) (210 ,146)  1 ,038 ,023  815 ,854 1 ,643 ,731  

Retained earnings, 
Jvne 30, 1989 26 ,468 ,541  11 ,451  , 548 4 ,621 ,397  42 ,541 ,486  

Retained earnings, 
June 30 ,  1990 $&ZdJ% u . 4 a 9 . m  wa 44.L85.,17 3 

i 

See accompanying independent  auditors' r e p o r t .  
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Enterprise Funds 
Combining Statement of Changes in Financial Position 

Year Ended June 3 0 ,  1990 

Electric Sewer Water Total 

Sources of working capital: 
Operations: 
,Yet income (loss) $ 
Items not requiring 
working capital: 
Depreciation and 
amortization 

( 2 1 0 , 1 4 6 )  1 ,038 ,023  815,854 1,543,732 

730,012 724,797 258,897 1,723,736 

519,896 I., 762,820 1,084,751 3,178,298 
Total sources of 
working capital 

Uses of working capital: 
Acquisition of fixed 

Decrease of long-term debt 
assets, net 

3 
3,55 7,401 2 ,358,602 621,964 6,567 , 967 

- 100,000 - 100,000 

Total uses of 
working capital 6,667,967 3,537,401 2,458 ,602 621,964 3 

h'et increase (decrease) 
in working capital $(-I 16s) 

Elements of net increase (decrease) 
in working capital: 
Cash and investments $ ( 2 , 6 4 2 , 0 4 7 )  
Restricted assets 
Accounts receivable, net 252,270 

Interes t rece ivab 1 e 52,295 
Due from other funds or 

Inventory 68,852 

Accounts payable and 
accrued liabilities ( 1 , 0 1 1 , 1 9 2 )  

Accrued salaries and wages ( 6 , 3 4 0 )  
Accrued compensated 
absences ( 1 2 6 , 4 0 8 )  

Accrued interest - 
Due to other funds - 

- 

Property taxes receivable - 

governmental agencies 345,459 

Other assets ( 4 0 2 )  

- 

703,701 
(603,925 

( 1 1 , 0 7 4 )  
( 2 8 , 8 1 6  1 

20,213 

386,799 

6,512 

14,066 

- 
- 

( 1 , 5 5 1 , 5 4 7 )  
(693,925) 

247,716 
( 28,816 ) 
86,574 

345,459 
106,823 

( 7 , 3 4 7  

- 
3,995 

( 6 , 9 9 8  

- 
33,976 

53 

(730,503 1 
( 2 , 3 2 2 )  

4 7 , 1 7 4  
( 7 8 5  1 

( 1 , 6 9 6 , 5 2 1 )  
( 9 , 4 4 7 )  CR 

(39 ,087 ) 
( 4 , 9 8 7 )  
b 021  -L- 

66,751 
- 

- (91,759) 

( 9 8 , 7 4 4 )  
( 4 , 9 8 7 )  

(8 7,7 35 

Net increase (decrease) 
in working capital $(J.Q6L& m) 

See accompanying independent auditors ' r e p o r t .  

-31- 


